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Electric Power Production Under Private and Public Ownership 


Our society has become increasingly dependent upon 
power to carry on its production and to lift its plane of 
living. To this end increasing effort has been directed 
toward making the manufacture of electrical power as 
cheap as possible. Whether this can be best accomplished 
by the development of facilities under private or public 
ownership has become one of the most contested issues. 
It is the purpose of this study to present some of the more 
significant developments under private and public owner- 
ship of electrical power production in order that the reader 
may be aware of their bearing on the issue. 


Power PRODUCTION 


In June, 1937, the National Resources Committee in its 
report on Technological Trends and National Policy 
pointed out that in the United States a greater amount of 
power is available and used than in any other country. 
Of the 1,230,816,000 horsepower available in 1935 (the 
latest figure cited by the Committee) electric central sta- 
tions produced 44,670,000, or only 3.6 per cent. Thus the 
production of horsepower by electric central stations is still 
in its infancy compared to several other forms of power 
production. The “electric age” is merely beginning. 

In 1935 the horsepower of the electric generating plants 
in the United States translated into terms of kilowatts was 
35,981,612 and in 1937 it was 37,032,112... Of the ca- 
pacity to generate electric power in 1937 private plants 
owned 90.1 per cent and public plants 9.9 per cent. 

In 1937 these plants produced 121,049,630 kilowatt- 
hours of which 93.3 per cent was produced by private 
plants and 6.7 per cent by public plants. The private 
plants produced 65.4 per cent in fuel plants and 34.6 per 
cent in hydro-electric plants. The corresponding per- 
centages for public plants were 42.9 per cent and 57.1 
per cent, showing a much greater use of hydro-electric 
production by public plants. Although the number of 
kilowatt-hours produced by public plants increased nearly 
400 per cent from 1920 to 1937, their percentage of the 
total produced increased only from 3.9 per cent to 6.7 per 
cent. 

However, during recent years the rate of increase in 
capacity to generate electricity and in the amount pro- 
duced by public plants is significant. For example, from 
1936 to 1937 the capacity of public plants to generate elec- 
tricity increased 11.21 per cent while that of private plants 
increased only 0.59 per cent. The increase in the amounts 


1 Electric Power Statistics in 1937, Federal Power Commission. 
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produced was 20.59 per cent and 7.83 per cent respective- 
ly. Thus, although the percentage of total capacity to pro- 
duce and of total amount produced by public plants is 
small, the fact that the production of electric power is only 
in its infancy doubtless accounts for much of the opposi- 
tion, by those who favor private ownership, to the further 
extension of public ownership. Obviously there are large 
prospects for profits in a young and growing industry. 

The capital invested in the industry is estimated to 
have increased from $505,000,000 in 1902 to $13,100,000,- 
000 in 1935. The number of customers increased from 
about 583,000 in 1902 to 25,370,966 on December 31, 1935, 
while the revenue from the sale of electricity to ultimate 
consumers increased from $84,000,000 to $1,921,000,000. 
The average cost of electricity for household use, accord- 
ing to an estimate by the Edison Electric Institute, de- 
creased from 25 cents per kilowatt-hour in 1882 to 5.03 
cents in 1935. The Federal Power Commission estimates 
that between 1902 and 1932 the value of the electric cen- 
tral station industry’s plant and equipment increased 25 
times, its income 23 times, its generating capacity 29 
times, its output 32 times, and the number of its employes 
eight times. 


Resutts Unper Private OWNERSHIP 


Most of these developments have come under private 
ownership and it is to such results that proponents of pri- 
vate ownership point as an indication that the industry 
has not only served the country well but that there is no 
need for public ownership and no advantage to the public 
in having it. However, the proponents of public owner- 
ship insist that there are many other matters which have 
to be considered in reaching a decision on the merits and 
demerits of private ownership. They also point to results 
obtained under public ownership as proof that it can 
give the public cheaper power. 

To arrive at a factual basis for deciding as to the 
relative merits of private and public ownership it is neces- 
sary not only to examine the existing data bearing upon 
the issue but to continue the search for additional data 
that arise out of experience. In this process the Federal 
Power Commission, the agencies of the electric power in- 
dustry, and the proponents of public ownership are busily 
engaged. 


CoMPARATIVE RATES 


Frequently a comparison of the rates charged by pri- 
vate and public plants is used to prove the superiority of 
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one or the other regime. This is an important considera- 
tion but it does not tell the whole story. Furthermore, it 
is difficult to make adequate comparisons. Proponents 
of private ownership declare that when the taxes paid by 
private plants are taken into consideration their net cost 
is lower. On the other hand the proponents of public 
ownership point out that public plants not only pay taxes 
but they make cash contributions to the public treasuries 
and render free services to local governments. For ex- 
ample, these free services consist of free electric energy 
for street and park lighting, water and sewage pumping, 
light and power for municipal buildings, traffic lights, 
fire alarm systems, etc. Publicly owned utilities may, 
however, receive free services in the form of free office 
space, joint superintendence, meter reading, collection of 
bills, etc. Hence it is necessary, in order to compare the 
net cost of rates of private and public plants, to arrive 
at what may be termed net free services of public plants 
to be added to taxes and cash contributions. Further- 
more, the proponents of public ownership point out that 
private utilities really do not bear the burden of taxes 
because the taxes they pay are charged to operating costs 
and come out of the rates paid by consumers. Thus both 
private and public utilities which pay taxes are really only 
tax collectors. 

It is a difficult task to compare rates of private and 
public plants for all classes of service in communities of 
all sizes. This task was undertaken in 1935 by the Fed- 
eral Power Commission and the results were published in 
1936.2, Although a number of rate reductions have oc- 
curred since these data were collected, the Commission 
points out that both private and public plants have par- 
ticipated to about the same relative extent in such reduc- 
tions and that therefore the reductions probably have no 
significant effect on the comparisons. 

The Commission believes that data on average monthly 
charges for electric service in communities of similar size 
for specific quantities of electric energy are prerequisite 
to an accurate and equitable comparison of charges by 
privately and publicly owned plants, whether within the 
same area or in different areas. Comparison between the 
average monthly bills in communities of similar size rather 
than between over-all state averages is regarded as fairer 
because smaller communities in general have higher rate 
levels than larger communities and because in practically 
all the states there is a decided lack of uniformity in the 
distribution of private and public plants in relation to the 
size of the communities which they serve. 

The Commission surveyed residential rates in 25,387 
communities of all sizes. These included substantially 
every community served with electricity by either private- 
ly or publicly owned plants. The comparisons are based 
on bills for specified quantities of electric energy in indi- 
vidual communities of similar size. 

Furthermore, the Commission found it necessary to 
make residential comparisons on the basis of bills for 25 
kilowatt-hours per month for lighting and small appli- 
ances; for 100 kilowatt-hours per month for lighting, 
small appliances and refrigeration; and for 250 kilowatt- 
hours per month for lighting, small appliances, refrigera- 
tion, and cooking. 

The. results show that the average monthly bills for 
25 kilowatt-hours of the private utilities were higher than 
public plants in 153 cases and lower in 91 cases. In one 


* Federal Power Commission Electric Rate Survey. Compara- 
tive Rates of Publicly and Privately Owned Electric Utilities, 
Rate Series, No. 5, 1936. 
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case the average monthly bill of the private plant was the 
same as the public plant bill. For 100 kilowatt-hours the 
private utilities bills were higher in 129 cases, lower in 
114 cases, and the same in two cases. For 250 kilowatt- 
hours the private utilities bills were higher in 101 cases 
and lower in 143 cases. 

The survey also included comparative bills for commer- 
cial light and incidental power service in 3,447 communi- 
ties, and for commercial power and incidental light service 
in 3,444 communities of 2,500 population and over. The 
Commission estimates that these communities account for 
approximately 86 per cent of the urban population for 
which electric service is available and they include a con- 
siderably larger proportion of the commercial establish- 
ments receiving such service. Comparative bills were 
also obtained for large commercial and industrial power 
service in 381 communities of 25,000 population and over 
and the Commission estimates that over two thirds of 
such industrial demand for electric energy is concentrated 
in the communities of this size. 

These classes of service are divided into sub-classes 
according to the amount of current consumed. The results 
may be summarized by saying that the charges by publicly 
owned utilities were less than by private plants in a 
majority of the cases for every main class and sub-class of 
service. 


Taxes, CASH CONTRIBUTIONS AND FREE SERVICES 


In order to arrive at a closer comparison of the net 
cost of electricity to the consumers the Commission col- 
lected data on all forms of taxes paid by private utilities 
and on the taxes, cash contributions and free services con- 
tributed by publicly owned utilities. 

The Commission received data on taxes for 1933 and 
1934 from 1,216 privately owned utilities, representing, 
on the basis of total operating revenues and taxes paid, 
approximately 98.5 per cent of the entire industry. Their 
taxes in 1933 amounted to 11.6 per cent of their gross 
revenues and to 12.5 per cent of their “base revenues.”? 
In 1934 their taxes were 14.1 per cent of their “base 
revenues.” 

The total taxes paid by 1,618 municipal utilities in 1933 
amounted only to 0.9 per cent of their operating revenues. 
But these utilities made net cash contributions‘ (contribu- 
tions made to municipalities minus any amounts made by 
municipalities to utilities) to the municipalities amounting 
to 14.2 per cent of their operating revenues, or a total 
of 15.1 per cent. This figure is to be compared with the 
12.5 per cent of base revenues, which privately owned 
utilities paid in 1933 as federal, state and local taxes. 

Data for 1933 from 689 public plants indicated that 
the value of the net free services they furnished to their 
communities amounted to 7.4 per cent of their operating 
revenues, the percentages ranging from four per cent in 
the Pacific division of the United States to 13.9 per cent 
in the East South Central division. 


3 Defined as “the net amount of the operating revenues received 
by the electric departments of private utilities as a class” and 
“derived by subtracting from gross revenues the item shown as 
‘sales for resale to private utilities,” which gives a figure more 
nearly comparable to the operating revenues of public plants. 


*“Payments to the municipal general fund, payments on the 
interest and principal of the municipal debt not contracted for the 
benefit of the utility, and payments to special city funds.” Pay- 
ments for interest and amortization of the debt incurred to estab- 
lish the utility, for reinvestment in plant and equipment, or for 
increasing the cash holdings of the utility are not included in con- 
tributions to the city. 
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Compilation of data from 518 public plants in 1934 
showed that they paid taxes amounting to one per cent 
of their operating revenues as compared with 1.1 per cent 
in 1933 while their cash contributions in 1934 averaged 
14.9 per cent as compared with 13.9 per cent in 1933. 
No information was furnished on net free services. 

Thus the comparison of rates indicates that in practically 
all classes of service the public plants in a majority of the 
cases are furnishing lower rates than private plants, that 
their combined payments of taxes and cash contributions 
are greater than the taxes paid by private plants and that 
in a large number of cases they are furnishing net free 
services which amount to a considerable percentage of 
their operating revenues. 


REGULATION OF UTILITIES 


Corrupt practices of the utilities and others in obtaining 
local franchises early induced some cities to establish public 
ownership. Although the utilities at first opposed state 
regulation they are now supporters of regulation by state 
commissions as one of their chief protections against pub- 
lic ownership. By 1911, Wisconsin, New York, Massa- 
chusetts, Vermont, New Hampshire, Kansas, Ohio, Wash- 
ington, Connecticut, and Nevada had adopted state regu- 
lation and by 1921 all the states except Delaware had 
established a centralizing agency with control over some, 
if not all, of the utilities. 

Utilities as monopolies of specific services in given 
areas have a favored economic status as compared with 
competitive establishments. Commissions are supposed to 
allow them rates which give a “fair return” on “fair 
value” but what represents a “fair return” and “fair 
value” has been the chief problem which the commissions 
have had to solve. The courts have complicated the prob- 
lem of valuation by requiring consideration of reproduc- 
tion cost, less depreciation, plus allowance for working 
capital and value as a “going concern.” These criteria 
are largely hypothetical. Furthermore, the valuation base 
may become obsolete in a short time, due to changes in 
price levels. When prices become lower the utilities do 
not want emphasis on reproduction cost (justifying lower 
rates) but when they become higher allowance for repro- 
duction cost enables them to capitalize on community 
growth and prosperity. 

Theoretically, in view of the favored economic status 
given utilities, their capitalization should represent actual 
investment derived from the savings of investors, and the 
rates allowed should be just enough to provide a fair 
return on investment. Rates, like other prices, would then 
vary with the swing of the business cycle. However, if 
rates are higher than enough to give a fair return on actual 
investment the utilities can accumulate surpluses in the 
same way that prosperous competitive concerns do. If 
surpluses are used to increase investment, consumers fur- 
nish the funds but they do not participate in ownership 
of the utility. 

Such considerations, as well as the commission’s diffi- 
cult if not impossible task of fixing fair value according 
to the criteria established by the courts, lie back of the 
present demand in some quarters for “prudent invest- 
ment” as a valuation base. To arrive at this base consid- 
eration would be given to reasonable original cost minus 
actual depreciation. Once an agreement was reached on 
this base it would be adjusted from year to year accord- 
ing to new property additions, retirements and developing 
depreciation. An advantage of such a base maintained 
through regular engineering supervision and accounting 
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administration would be a lessening of conflict between 
private and public interest. It would also make possible 
more adequate regulation. That it is practicable has been 
shown in Washington, D. C., where it has been supple- 
mented by a plan of lowering consumer rates as increasing 
volume of consumption creates a surplus above 7.5 per 
cent (reduced in 1936 to 6.5 per cent) of its basis of 
valuation.® 

However, a prudent investment value base requires not 
only laws by the states providing for it but modification 
by the Supreme Court of its interpretation of what con- 
stitutes due process under the Constitution. In the Pa- 
cific Gas and Electric case decided by the Supreme Court 
on January 3, 1938, the Federal Power Commission inter- 
vened for the purpose of inducing the court to modify 
its views on fair value and to accept prudent investment 
as the value base. Although the court did not pass on 
the issue raised by the Federal Power Commission, it 
sustained rates fixed by the California Railroad Commis- 
sion (which deals with utility rates) notwithstanding the 
fact that reproduction cost had not been included in its 
findings on fair value. 


TueE BREAKDOWN OF REGULATION 


The failure to provide a workable value base is fre- 
quently pointed to as one of the chief reasons why regu- 
lation has not yielded the results expected, namely a 
limited return on actual reasonable investment provided 
by the savings of investors. Regulatory commissions 
have held many rate hearings but have made comparatively 
few reductions. Commissions have the power to initiate 
investigations and hearings but they rarely make use of 
it. The duty of commissions is to protect and defend 
the public as its interests are involved in the management 
of utilities but they have been inadequately staffed on the 
administrative side and they have come to regard them- 
selves primarily as judicial bodies. “The judicial function 
has encroached upon, if it has not practically supplanted, 
that of public defender.”* 

The utilities, on the other hand, do not spare expense 
in preparing and defending a case and they are allowed 
to include these costs in operating expenses. The public 
pays rates enabling them to earn a “fair return” even 
though costs have been thus inflated. They have also 
been allowed to include the costs of propaganda and to 
inflate the base value by write-ups and by capitalizing 
monopoly privileges. Furthermore, commissions have no 


5It should be noted, however, that the consent decree of the 
Court of Appeals of the District of Columbia provided that “if 
the rates yield more than 7.5 per cent return, one half of said 
excess shall be used in the reduction of rates thereafter.” Thus 
after the company makes a surplus it theoretically shares one half 
of the surplus with the consumers by reducing rates enough to 
equal their share. But lowered rates have steadily increased con- 
sumption and total income and provided a surplus. The company 
has used its ostensible share of the surplus to pay dividends and 
increase its investment. Hence the consumers have furnished the 
funds for extensions of the plant, the value of which is included 
in the value base upon which consumers have to pay rates enabling 
the company to earn 7.5 per cent (now 6.5 per cent). In contrast, 
if the consumers had been buying the plant, the plan could have 
provided that all surplus above the rate established on the value 
base should be used to pay for the plant. When the plant was 
paid for, rates could be reduced more than they were while the 
plant was being paid for. As it is the consumers will continue 
to pay rates which provide 6.5 per cent on something which they 
contributed. 


6 Mosher, William E., “A Quarter-Century of Regulation by 
State Commissions,” Proceedings of the Academy of Political 
Science, Vol. 14, No. 1, May, 1930, p. 43. 
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direct control over salaries, wages, the number of positions 
needed for efficient management, prices paid for materials 
and properties, or over contracts involved in the con- 
struction, maintenance and operation of a company. Lack 
of control of these factors makes possible the extraction 
of indirect or concealed profits through the operating 
accounts.? 

Holding companies have been organized to own and 
control local operating companies. Holding company has 
been pyramided on holding company and control has been 
extended beyond the jurisdiction of any one state com- 
mission. “Stock ownership, interlocking directorates, con- 
centration of voting stock in the hands of an inside group 
and similar devices give the holding companies a strangle 
hold which runs directly counter to the principle of regu- 
lation.””* 


FEDERAL TRADE COMMISSION FINDINGS 


A resolution of the United States Senate in 1928 or- 
dered the Federal Trade Commission to investigate the 
electrical utilities. The commission found that there had 
been enough dissatisfaction in a number of states with 
regulation by state commissions to bring about active ef- 
forts to abolish them and to return the control of utilities 
to the municipalities. In Ohio a municipality can pass an 
ordinance fixing rates. If the utility accepts the rate it 
becomes a binding contract for the period covered by the 
ordinance. If the utility does not accept the rate it can 
appeal to the state public utilities commission. If the 
municipality regards the rate as too high the Constitution 
of Ohio permits it to build and operate a municipal plant 
financed by the sale of mortgage bonds which are not a 
liability upon the taxpayers, which are over and above the 
limit of indebtedness prescribed by law, and which must 
be amortized out of the income from the municipal plant. 
The threat of municipal competition is used thus to attain 
a more effective regulation than is provided by the state 
commission.® 

Naturally the utilities combated reversion to local regu- 
lation and the threat of competition by municipal owner- 
ship. The Federal Trade Commission found that the 
utilities had taken definite steps to block such measures. 

The Federal Trade Commission found that as early as 
1924, 20 large holding companies controlled 61 per cent 
of the total generating capacity of commercial electric 
power plants in the nation and nearly 77 per cent of the 
total commercial output of kilowatt hours. During 1925- 
1929 there was a total of 3,895 mergers of which 2,851 
were mergers of operating companies and holding com- 
panies, 698 were acquisitions of municipal plants by pri- 
vate companies, 228 were mergers of holding companies 
and 118 were mergers of foreign companies. In 1933, 
according to the Federal Power Commission, nine systems 
controlled 51.7 per cent of the nation’s output and 48 sys- 
tems controlled an additional 40 per cent. 

Other means used to extend control were interlocking 
directorates ; voting trusts in connection with which com- 
mon stockholders were induced to accept preferred stock 
and preferred stockholders with voting power were in- 
duced to accept non-voting stock in order to put control 


7Cabot, Philip, “Public Utility Rate Regulation,” Harvard 
Business Review, April, 1929. 


8 Mosher, op. cit., p. 50. 
® Testimony of Roy Husselman, formerly engineer of General 
Construction, Division of Light and Heat of Cleveland, before the 


Committee of the House of Representatives of Pennsylvania on 
Investigation of the Public Service Commission, May, 1931. 


in the hands of officers ; control by the board of the direc- 
tors of the issue of stock and designation of those who 
might acquire it; stock trading ; and option warrants. By 
pyramiding holding companies on operating companies and 
holding companies on holding companies the earnings 
above those needed to pay bondholders and preferred 
stockholders were concentrated so that the holders of the 
common stock of the top holding company received as high 
as 138 per cent,’® and in one extreme case 3,102 per cent. 
Thus a comparatively small investment controlled a large 
amount of property and yielded excessive returns. 

Large profits were also made by holding companies on 
engineering services to operating companies, on sales of 
securities of subsidiaries, on promotions and reorganiza- 
tions of companies, and on sales of stock in customer own- 
ership campaigns designed to counteract the prospect of 
public ownership. One instance was cited where a com- 
pany paid dividends out of the proceeds obtained by sell- 
ing stock. 

It was to deal with these conditions that the Public 
Utility Holding Company Act was passed in 1935. Rob- 
ert E. Healy, member of the Securities and Exchange 
Commission empowered to enforce the Act, in a discus- 
sion of the law published in the Chicago Journal of Com- 
merce on June 19, 1938, declares that it does not mean a 
“death sentence” to the holding companies. However, he 
insists that it means the end of pyramiding with its “spec- 
ulation and unhealthy concentration of control,” of im- 
proper accounting methods and writeups “for stock-job- 
bing purposes,” of exploiting operating companies “by 
financial prestidigitators,” of “upstream loans from oper- 
ating companies to support their anaemic parents,” of 
“extortionate service charges,” of “inadequate provision 
for depreciation” of operating companies, of inequitable 
distribution of voting power, and of “blackmailing of 
senior security holders by junior interests who may own 
nothing but a power to vote.” 

Furthermore, “it means that government will have the 
right to say something as to the diréction of the growth 
of national utility systems made up of corporations which 
are said to be devoted to the public service, which occupy 
public streets and highways and dam interstate and inter- 
national rivers usually without paying for the privilege, 
which through delegation to them of a portion of the 
state’s sovereignty are permitted to condemn private prop- 
erty, and which owe their very existence to the indulgence 
of government.” 

In short it means “lawful regulation in the interest of 
investors, consumers and the public, and a return to old- 
fashioned American conservatism and fair dealing from 
which we strayed in the roaring twenties.” 1 

Further, the Federal Trade Commission found that the 
utilities had resorted to about every conceivable means of 
propaganda and influence to combat public ownership and 
control public opinion in relation to that issue. They main- 
tained national and state organizations for this purpose. 
One leading utility official insisted that public ownership 
and democracy cannot exist side by side and that public 
ownership “must go.” 

Large expenditures were made for advertising, pub- 
licity in many forms, influencing editorial and public 
opinion, and ownership of newspapers. One editor cham- 
pioned the utilities in an editorial declaring that the 


10 Electric Power Industry, “Control of Power Companies,” 
Senate Document No. 213, 69th Congress, 2nd Session, pp. 173-174. 

11 The Chicago Journal of Commerce, June 19, 1938, quoted 
by the New York Times, June 20, 1938. 
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utilities and the newspapers “are brothers under the 
skin” in the services they render the American people. 
Influential people such as governors, judges, attorneys 
general, presidents of women’s clubs and presidents of 
chambers of commerce were induced to sign their names 
to articles prepared by the ghost writers of the utilities 
so that newspapers would more readily print them. 

The utilities carried on a campaign to influence opin- 
ion in high schools, colleges, and universities. Materials 
prepared by the utilities were supplied to schools and 
libraries. Teachers with an acceptable viewpoint were 
hired to write and lecture, textbooks were changed or 
eliminated to suit the utilities, courses were introduced and 
subsidized, and representatives of the utilities obtained 
positions on faculties. 

Means were also devised to influence ministers, 
churches, religious and civic organizations, women’s clubs, 
and labor and farm organizations. Chautauqua committees 
and influential people in localities were induced to demand 
the elimination from the program of a lecture on public 
ownership by Carl D. Thompson, director of the Public 
Ownership League of America, with the result that in 
some cases he was prevented from speaking. 

It was found that the utilities had issued statements re- 
garding the results of public ownership of utilities which 
investigation showed were false and misleading and which 
in some cases were admitted as such by witnesses under 
examination. It was also shown that the utilities had de- 
vised effective means in many cases of blocking efforts to 
establish public ownership and of inducing localities to 
abandon public ownership. 


DEVELOPMENT OF PUBLIC OWNERSHIP 


Public ownership of electric utilities is only one aspect 
of the general development of public ownership of roads, 
bridges, postal service, government printing and publish- 
ing plants, schools, libraries, hospitals, parks, forests, 
ports, lighthouses, piers, terminals, grain elevators, banks 
and postal savings banks, insurance companies, water 
works, gas plants, street railways, ferries, baths, markets, 
housing, and water power plants. The Panama Canal 
and the Alaskan railroad are also publicly owned enter- 
prises. In democratic European countries such develop- 
ment has gone further in many respects than it has in 
the United States and includes features which we do not 
have, such as public ownership of telephone and telegraph 
systems. 

The number of publicly owned electric power plants 
increased from one in 1881 to 2,581 in 1922 and decreased 
to 1,802 in 1932. The number of privately owned plants 
increased from seven in 1881 to 4,224 in 1917 and de- 
creased to 1,627 in 1932. By 1935 there were 1,620 
private and 1,930 municipal systems. A study of munici- 
pally owned electric utilities in the United States in 1934 
by the Federal Emergency Administration of Public 
Works states that there were 1,861 municipal systems, 22 
federal, state and county owned systems, 57 plants pur- 
chasing from municipal systems, and 37 plants supplying 
street lighting only, or a total of 1,977. Thus a mere 
statement of the number of plants, and the proportion of 
private and public, portrays inadequately the relative im- 
portance of each and offers no explanation of the variation. 
Public plants are limited mostly to single municipalities 
or immediately adjacent territory, while private systems 
include many municipalities and extensive distribution 
territories. 

More significant is the fact that during 1922-1932, the 
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period of great decline in numbers of both private and 
public plants, the United States Census (Statistical Ab- 
stract, 1936, p. 352) shows that while the generating ca- 
pacity, output, and number of customers of private plants 
were increasing much more rapidly than public plants, the 
percentage that the public plants had of generating capac- 
ity and output was not much less in 1932 than in 1922 
although the number of customers of public plants had 
increased only 35.4 per cent as compared with 95.5 per 
cent for private plants. In view of the fact that the 
increase in generating capacity and output of public 
plants held up well as compared with private plants, al- 
though the number of customers of public plants was 
not increasing as rapidly as private plants, it appears 
that the customers of public plants were using more on 
the average than the customers of private plants. An 
average increase of consumption per customer is usually 
the result of lowering rates, a policy which public plants 
have pursued both in competition with private plants, 
where both exist side by side, and in communities where 
public plants have a monopoly. 

The advocates of public ownership point to the practice 
of amortization of the capital account out of earnings as 
one of the greatest advantages of public plants. The 
tendency of private plants is to inflate the capital account 
in order to justify high rates and derive as large a rental 
as possible. Since capital charges are a large, if not the 
largest, part of the cost of providing a community with 
electric energy, the liquidation of the capital account frees 
the community from paying perpetual and perhaps increas- 
ing tribute. Many public plants are amortizing their in- 
vestment and at the same time gradually reducing rates. 
This is possible because decreased rates bring greater use 
of electricity and greater revenue, and costs of operation 
do = increase proportionately to the greater service ren- 
dered. 

For example, Los Angeles in 1916 established a public 
plant in competition with three private power companies 
which for a few years prior to its establishment reduced 
rates in the hope of heading it off. The public plant 
steadily reduced rates (six times during 1929-1935, and 
a seventh time in 1937), continued to amortize its debt, 
aided in balancing the city budget, contributed to the com- 
munity chest, saved the consumers over $71,500,000, and 
on February 1, 1937, bought out the last of its three com- 
petitors.'? Other public plants have done similar things. 

After a community has completed amortization obvious- 
ly it is in a position to have lower rates than while the 
process is going on. Then it may choose between operat- 
ing at cost of service or at a profit. If it chooses the 
latter alternative the plant may pay taxes and render many 
free services to the city. In fact some cities have used 
the public plant to dispense with all other forms of taxa- 
tion. This has been done in 89 cities, towns and villages.** 
However, the wisdom of exclusive use of this form of 
taxation is questionable for several reasons. The amount 
of current used by a person is not necessarily a measure 
of the amount of taxes he should pay. Rates higher than 
necessary to meet depreciation and cost of operation and 


12 Scattergood, E. F., chief electrical engineer and general 
manager, Bureau of Power and Light, “Public Power in Los 
Angeles and the Southwest,” Proceedings, Ninth Biennial Public 
Ownership Conference, Washington, D. C., February 21-25, 1935, 
p. 63. Also Public Ownership of Utilities, vol. 19, July-August 
and November, 1937. 


13“Tax Free Towns,” Public Ownership League of America, 
Leaflet No. 7. 
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to establish reserves for expansion fall the heaviest on 
low income groups. In an effort to dispense with all 
other forms of taxation, proper depreciation and reserves 
may be neglected. It is generally agreed that rates should 
be as low as possible in order to promote an extensive 
use of electricity and expand the facilities which save 
labor and provide comforts. Balancing these considera- 
tions calls not only for careful management but for en- 
lightened local public policy. 

The success of a public utility is largely dependent 
on its type of management and the extent to which it is 
affected by local politics. Consulting engineers who have 
had long experience in dealing with the various types 
of management are in a position to judge of their com- 
parative merits. They find that, although there are 
outstanding instances of successful operation in localities 
where a mayor and a council or a commission form of 
government is in control, nonpartisan utility boards 
having special charge of utilities and full responsibility 
for them is the best method yet devised for nonpolitical 
and efficient operation.* Such boards are in the best 
position to emphasize a long-time program of financing, 
extension, enlargement, and good management. However, 
only about 20 per cent of local public utilities are at 
present under this form of management, although 36 
states have laws permitting the formation of such boards. 
Doubtless the failure to adopt the most efficient form of 
management of public plants, as well as the efforts of 
private utilities to induce governing bodies and voters of 
communities having public plants to sell them to private 
utilities, largely accounts for the decrease in the number 
of public plants from 1922 to 1932. 

Localities have enough difficulties in getting started 
and operating public utilities efficiently without handi- 
capping themselves by an unfavorable form of manage- 
ment. In over half the states the cities are not free to 
establish public utilities if it involves bonding themselves 
for more than 10 or 15 per cent of the value of their real 
property. Only 11 states allow the issuance of bonds 
based on revenues from self-sustaining utilities. In many 
cases the requirement that a large proportion of the 
voters must pass on each issue of bonds makes it easy 
for opponents to defeat the enterprise. Existing franchise 
grants and high valuations of private utilities make it 
legally difficult and expensive to buy them out. The 
private utilities can indulge in political manipulation and in 
prolonged and expensive litigation to block public own- 
ership. The Federal Trade Commission found that even 
after public utilities have been established private utilities 
have been able to use various political means to induce 
municipalities to sell out. 

In many states cities are prohibited from selling their 
current outside the city limits while private utilities are 
permitted to extend their service widely. Recently the 
Public Service Commission of New York State found 
it necessary to permit a municipal utility to furnish 
electricity to a nearby town because the private utility 
having a franchise in the town failed to supply it after 
inducing consumers to wire their buildings and install 
electric fixtures..5 On the other hand, in one case the 
New York State Commission sought to compel 28 cities 
having public plants to reduce their rates on the ground 
that they were making too much profit above six per 


14 McDonnell, R. E. and R. H. (of the Burns and McDonnell 
Engineering Co.), “Nonpartisan Utility Boards,” Public Owner- 
ship, March, 1938. 


16 New York Times, January 28, 1938. 


cent on their investment, although these profits ranging 
from a few thousands of dollars to $249,700 were turned 
back to the cities as contributions. However, the Court 
of Appeals ruled that the public utilities had as good a 
right to make a profit as private utilities, even though they 
were extraordinary, ranging from 11.5 per cent to 45 
per cent and in one case as high as 141 per cent. 

Wisconsin has established by law the Wisconsin De- 
velopment Authority to promote cooperative rural electri- 
fication and municipal power districts with ownership of 
utilities. This law has been upheld by a lower court as 
constitutional on the ground that the legislature has the 
same right to declare that these activities serve a public 
purpose and to spend money for them as it has to 
encourage cooperative marketing organizations. Missis- 
sippi has also passed a law which permits any county to 
form a cooperative electric power association to take 
advantage of the power furnished by the Tennessee 
Valley Authority. 

The United States Supreme Court has upheld the right 
of the T.V.A. to sell power and of the Public Works 
Administration to make loans to encourage cooperative 
electric associations and municipal ownership. On January 
30 the Supreme Court decided that the utility companies, 
which sought an injunction prohibiting the T.V.A. from 
competing with them on the ground that the Act creating 
the T.V.A. was unconstitutional, had no standing to 
maintain the suit and the case was dismissed. The court 
pointed out that their franchises gave them no right to 
be free from competition. 

The T.V.A. can now start delivering power to a large 
number of communities which have contracts for its 
power but which had been enjoined from receiving it 
until the case was decided. With the completion of all 
the dams planned the T.V.A. will have a power capacity 
of 1,400,000 kilowatts and will be able to serve a large 
area. 

On February 4 it was announced that the Commonwealth 
and Southern Corporation had reached an agreement with 
the T.V.A. for the sale of the Tennessee Electric Power 
Company, a subsidiary, for $80,000,000. This subsidiary 
serves 200 incorporated cities and towns. The price was 
much higher than the original offer of the T.V.A. and 
included payment fot common stock equities as well as 
bonds and preferred stock. The settlement was received 
favorably by the financial community and it is expected 
that the remaining utility companies affected by T.V.A. 
operations will obtain similar settlements. It is also 
expected that the utilities will seek to reach an agreement 
delimiting the areas in which the T.V.A. will operate. 

The establishment of the United States Rural Electrifi- 
cation Administration in 1935 has brought a rapid ex- 
tension of electric power to farmers. Private utilities 
electrified 34,000 farms in 1933 and 1934 but since 1935 
they have electrified about 10 times as many. Costs to 
farmers of constructing lines have been reduced 50 per 
cent, and rates have been reduced in order to encourage 
consumption. Farmers are rapidly organizing coopera- 
tives and in many cases are purchasing power from 
municipal plants. 

Dams have been built by the federal government at 
Boulder City, Nevada; Salt River, Arizona; American 
Falls, Idaho; and Norris, Wilson and Wheeler on the 
Tennessee River. Dams are being built at Hiwassee, 
Chickamauga, Guntersville, and Pickwick Landing on the 
Tennessee River and its tributaries, at Fort Peck on the 
Missouri River in Montana, at Seminole on the Platte 
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River in Wyoming, at Grand Coulee and Bonneville on 
the Columbia River in Washington and Oregon, and at 
Shasta on the Sacramento River in California. The 
building of a dam at Gilbertsville, Kentucky, on the 
Tennessee River has been authorized. Negotiations for 
an international agreement with Canada to make use of 
water power on the St. Lawrence River have been under 
way for some time. The development of power at these 
points will give electric service to wide areas. 

These developments have given more impetus to the 
spread of public ownership of electric utilities than it 
has ever had before. Much experience has demonstrated 
what is necessary to make management of public plants 
more efficient. To secure a basis of operation comparable 
with private systems they will have to serve more broadly 
surrounding territories. Much restrictive legislation on 
their operations still exists. 

Private ownership of electric utilities is still predomi- 
nant and has the advantage of widespread systems of 
operation. Many utilties are reducing their rates and 
carrying on promotional activities to extend their service. 
It is much easier for them to do this than it is for locali- 
ties, states or the federal government to establish public 
ownership projects. Private utilities can accept regulation 
more willingly than they have done in the past and 
collaborate in making it more adequate. Such regulation 
doubtless will be demanded increasingly by the public 
as a condition of allowing private utilities to exist. Thus 
the outcome of the issue between private and public 
ownership of electric utilities will be dependent upon 
many factors which cannot be foreseen at this time. 

This account is presented, without prejudging the case 
in respect to the philosophy of government, in order that 
readers of this Service may have accurate data on the 
basis of which to weigh arguments on an issue concerning 
the public welfare. 


In the Current Periodicals 


Survey Graphic (New York). February, 1939. 


“Calling America.”—A remarkable collection of articles by 
distinguished writers on “the challenge to democracy . . . over 
here.” Raymond Gram Swing, journalist and radio commentator, 
as special editor of the issue, defines this challenge, declaring that 
“the future of the free human mind and spirit” is “at stake.” 

The issue as a whole is divided into three parts: “Consequences 
of Modern Despotism Abroad,” “Tests of Democracy at Home,” 
and “Democracy in a Changing America.” With so large a 
number of writers it is impossible to do justice to all, but a 
few may be singled out for special treatment. John T. Whitaker, 
European correspondent of the Chicago Daily News, comments in 
“Majorities Under Tyranny” that under the three European dic- 
tatorships the majority is “reduced to the status of a minority 
not only because of the technique of personal power and palace 
intrigue but also because in the nature of a tyranny the majority 
must be reduced to impotence.” Arthur Feiler, former leading 
economic writer of the Frankfurter Zeitung and now of the 
University in Exile, concludes that the “Labor Front, in plan 
and in activities, is the very negation of freedom.” 

Oscar L. Janowsky, professor of history at the College of the 
City of New York, presents the problem of minorities and finds 
that “Munich has shattered all hopes of cooperation between 
majorities and minorities on the basis of cultural pluralism. The 
issue is now squarely joined between irredentism and denation- 
alization, and . . . there is no common meeting ground between 
these two conflicting policies.” 

Dorothy Thompson describes the refugee problem and makes 
suggestions for ameliorating it, while Dorothy Canfield points 
out that admitting refugees is frequently “good business” since 
they bring new skills and abilities. 

William Allen Neilson, president of Smith College, reminds his 
readers that the United States, too, has its minorities, and that 
“the honest facing of the questions raised” by these minorities 
is “essential for our own safety.” Alvin Johnson, director of the 
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New School for Social Research and of the University in Exile, 
believes that the “tide of anti-Semitism” is “rising,” and that it 
“behooves us, as good American citizens, to set about building a 
bridge of understanding between the two groups, Jewish and 
Christian.” 

George N. Shuster, prominent Catholic writer, considers “Chris- 
tianity in This Hour,” and declares his conviction that the 
Christian Church in America is facing a “providential” oppor- 
tunity to teach that “the charter of human rights and liberties 
is . . . established by divine edict, [and] . . . cannot be swept 
aside, because God Himself does not pass.” 

Everett R. Clinchy, director of the National Conference of 
Christians and Jews presents the Protestant point of view, declar- 
ing that “the churches have become keenly alive to the fact that, 
for themselves, freedom means not only liberty of worship but 
freedom to preach their moral and ethical message without 
restriction.” 

Thomas Mann comments that only 20 years ago he bitterly 
opposed democracy “in the name of culture—and even in 
name of freedom.” But he concludes: “Outwardly we live in 
an epoch of retrograde civilization, .... But there is an inward 
spirit among men which has entered upon a new moral epoch: 
one of simplification, of humble-minded recognition of the differ- 
ence between good and evil.” 


Annals of the American Academy of Political and Social 

Science (Philadelphia). January, 1939. 

“Ownership and Regulation of Public Utilities..—A symposium 
on the ownership and regulation of both power and transportation 
utilities by a number of prominent authors. The experience of 
Canada, Great Britain and France is discussed as well as that of 
the United States. Among the topics and authors included are 
“Techniques of Power Control—an Appraisal of Methods,” by 
Robert M. Cooper, Special Assistant to the United States Attorney 
General; “Electricity the People’s Business,” by David E. Lilien- 
thal, a director of T.V.A.; “The Case for Private Ownership and 
Operation of Street Railways,” by Thomas Fitzgerald and C. D. 
Palmer, respectively general manager and commercial manager 
of the Pittsburgh Railways and Motor Coach systems; “Problems 
of the Railroads,” by John J. Pelley, president of the Association 
of American Railroads; “Railroad Regulation by the Interstate 
Commerce Commission.” by W. M. W. Splawn, chairman of the 
Interstate Commerce Commission; and “Federal Regulation of 
Air Transportation,” by Edward J. Noble, chairman of the Civil 
Aeronautics Authority. 


Commonweal (New York). February 17, 1939. 


Byrns, Ruth. “About Prominent Catholics.”"—An analysis of 
the individuals listed in the Catholic Who’s Who indicates that 
a much smaller proportion are women than is true of Who’s Who 
in America, and that there are very few Sisters. “Although the 
hook contains a larger proportion of the clergy than of the laity, 
the total number of laymen exceeds the number of clergy listed. 
Most of the men are married. Nearly a third of them have no 
children, and the average number of children per family is less 
than three. A large proportion of the men are college graduates 
and over half of them are lawyers, educators or business men. 
The prominent Catholic is twice as likely to be a lawyer and 
only half as likely to be in business as the prominent American 
who is not a Catholic.” 


Herz, Stephanie, acting secretary, Committee for Catholic Refu- 
gees Coming from Germany. “There Is No Persecution, Mr. 
Hitler?”—The persecution of Catholics in Nazi Germany has 
taken varied forms: the imprisonment of priests for “misusing 
the pulpit for political utterances,” “newspaper campaigns” 
against the morality of priests though few were tried and very 
few found guilty, heavy fines and prison sentences against mem- 
bers of religious orders because of violation of currency regula- 
tions, “physical attacks” on certain bishops in 1938, and searching 
of their palaces in earlier years, the forbidding members of the 
S. S. (the élite Party guard) to be married in church and in 
1938 inviting them to leave the church, the “dissolving of all 
Catholic organizations,” the gradual elimination of Catholic schools 
and of religious instruction in public schools, compulsion of youth 
to join the Hitler Youth which prevents attending church on 
Sundays, and the practical wiping out of the Catholic press by 
prohibiting periodicals, by severe restrictions on Catholic news- 
papers, and by forbidding the sale of books already published. 


Religious Education (Chicago). January, 1939. 


Nixon, Justin Wroe, professor of Christian theology and ethics. 
Colgate-Rochester Theological Seminary. “The Church’s Respon- 
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sibility to this Generation.”—What individuals believe should be 
the strategy of the church’s work today is affected by their idea 
of the function of the church. If the Christian Church is “the 
organized fellowship of those who seek and find the fulfillment 
of their lives through the service of God revealed in Christ” then 
the church’s program should be adapted to human needs. But 
if the church is “an organic community, founded by Christ, whose 
function it is to bear witness to God’s saving truth as revealed 
in His Word, and to administer the sacraments or ordinances” 
entrusted to it, then its task is to “transmit, inculcate and then 
apply the truth revealed in God’s Word.” The great need today 
is for a “creative synthesis of purpose.” American churches have 
“a responsibility for maintaining their American heritage.” This 
includes the “spontaneous diversity” of church life, “social reform 
of one type or another,” “the prominence of the laity in church 
activities,” and “voluntary cooperation” as a method of securing 
Christian unity. Moreover, the churches have “a responsibility 
for supporting or protecting the democratic framework of our 
American life.” 


se Church (Milwaukee and New York). February 15, 
1939. 


“An Idea Was Born.”—An editorial on the anniversary of the 
ratification of the Kellogg Pact. It was “a magnificent gesture 
which may yet wield an unforeseen influence in the destiny of 
nations. Some day ... the goal envisioned by the Pact of Paris 
will be realized.” Meanwhile “black despair . . . hangs over the 
world. . . . Cannot Christians at least seize the opportunity that 
is afforded by the Munich breathing spell and that may be the 
last chance held out to us by Almighty God for the redemption 
of the times? . 

“Let us Christians of the world make our voices heard while 
there is yet time. Let us summon the nations to a genuine peace 
conference, without waiting until they exhaust themselves and 
destroy the flower of their citizenry by the barbarities of war. 
Let the church cease to play second fiddle to the demands of 
nationalism and assume its rightful place as the divine society that 
transcends national boundaries and political ideologies. . . . 

“Let the Christians of the world but speak with one voice to 
demand the peace and brotherhood to which they are pledged by 
virtue of their baptism, and no monarch or dictator will be strong 
enough to stand against’ them. 

“Christians of the world, unite against war!” 


Current History (New York). February, 1939. 


Lore, Ludwig. “The Four Ukraines.’"—A prominent writer of 
international affairs points out that the Ukrainians are today 
divided among four countries: about 30 million in southwestern 
Soviet Russia, about six million in Poland, “a bare half-million” 
in Rumania, and about 900,000 in the Carpatho-Ukraine section 
of Czecho-Slovakia (the eastern tip of the country). Germany is 
now organizing a Ukrainian movement very similar to that of 
Henlein in Czecho-Slovakia. The Ukrainians themselves are 
“openly hostile” to Poland and convinced that the Germans are 
“using them for their own purposes.” The Ukrainian issue has 
already “forced the prospective victims of German aggression to 
patch up the antagonisms of generations, in a common front 
against impending Nazi aggression.” An autonomous Ukraine 
would bring Hitler ‘a great step nearer to... the final destruc- 
tion of the Soviet government.” As a vassal state of Germany 
it could be developed into “the richest source of every conceivable 
raw and manufactured product in all Europe.” 


Religion in Life (New York). Winter, 1939. 


Cavert, Samuel McCrea, general secretary, Federal Council of 
Churches. “The New Place of the Church in Protestant Think- 
ing.”"—The church must be regarded as “supranational, supra- 
racial, supraclass, supradenominational and supratemporal.” Even 
more important, it must be supranatural. Because this is true 
“the supreme expression of its life is worship. Being of more 
than finite origin and existing for more than finite ends, it must 
always be oriented toward God and His sovereign purpose for 


mankind.” The “great affirmations of the Creeds” are more fully 
appreciated now than they were for a time. The church should 
never be regarded as “merely the sum of the practices and 
attitudes of those who happen to constitute its present member- 
ship. It is something more than a church of men; it is the Church 
of Christ. As such, it has a given quality derived from its origin 
in Him. That givenness, springing from the Word of God 
spoken through Christ, provides an unchanging standard by 
which the churches of our rearing must always be tested and 
remade. .. . It is the existence of that strain between the will of 
God for the church and what men have made of the Church that 
is the perpetual source of its renewal.” 


Foreign Affairs (New York). January, 1939. 


Bidwell, Percy W., former economist of the United States 
Tariff Commission. “Latin America, Germany and the Hull 
Program.”—From 15 to 20 per cent of all our exports go to 
Latin America and from 25 to 30 per cent of our exports come 
from there. Only in Mexico has the United States suffered 
“serious reversals,” although Germany is “challenging American 
trade in Brazil, Chile and Uruguay. The German gains in 
practically all cases have been made at the expense of the United 
Kingdom, or some other country, rather than at the expense of 
the United States.” Thus, it seems that “German policy presents 
no threat to American trade, or American economy generally, 
of a kind which requires revolutionary change in our own 
policies.” The aggressive use by Germany of the control of 
exchange, export subsidies, etc., “has not deprived the United 
States of any important markets nor has it cut us off from any 
source of critical raw materials. German successes, at the expense 
of other nations than the United States, have been won by 
intelligent exploitations of short-run situations.” 


Christendom (New York). Winter, 1939. 


Visser ’t Hooft, W. A., general secretary of the Provisional 
Committee for the World Council of Churches. “What is the 
World Council of Churches ?”—The World Council of Churches 
brings two new factors into the ecumenical movement: the mem- 
ber churches will have “a continuing organ of ecumenical rela- 
tions and through it they will accept direct responsibility for the 
ecumenical task,” and “the question of unity in faith and order 
and the question of collaboration in life and work are seen as 
dependent upon each other.” It will not be a superchurch but 
rather “an instrument for the use of the churches, and to what 
extent it will be used is and remains a matter for each and all 
of the participating churches to decide.” The most important 
tasks before the World Council will be study of the world forces 
with which the churches must contend, “a true spiritual traffic 
between the churches in which they examine each other, but above 
all re-examine themselves,” the manifestation of “such unity as 
is found to be real among the churches,” and assistance to mem- 
ber churches which are “persecuted, or which are in great moral 
or material need.” 


Current History (New York). January, 1939. 


Dell, Robert, European correspondent-at-large for the Man- 
chester Guardian. “New Directions in France.”—“It is the sub- 
jection of French policy to British domination which has put 
France where she is.” Daladier’s attack on organized labor was 
“a result of Munich and an application in internal affairs of the 
Munich policy of ‘appeasing’ Nazi Germany.” But the French 
trade unions will “hardly surrender to dictatorial methods without 
a struggle and if dictatorial methods are continued they may plunge 
France into civil war. It is impossible to prophesy. Daladier is 
not really a strong man, and if there is a quasi-Fascist dictator- 
ship in France it is unlikely that he will be the dictator. ... 

“In any case, it is clear that the strangle-hold of England and 
Germany on France is growing more and more complete. Munich 
was the culmination of the British policy of separating France from 
her Eastern allies and friends and interning her in Western 
Europe.” 


Printed in U. S. A. 
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